





_R. B. & M. JOURNAL 








‘3 


VOLUME 38 NUMBER 1 


JANUARY-MARCH 1957 














Coopers & Lybrand 





The New Partners 





The Independent Auditor and Internal Control 





ona ta 


Corporate Expansion Through Acquisition 
of an Existing Business 


Published by 
LYBRAND, ROSS BROS. & MONTGOMERY 
Certified Public Accountants 





Table of Contents 


Coopers & Lybrand . 


The New Partners 
Clarence H. Ahsler 
Philip L. Defliese 
Lawrence E. Frazee 
Harold W. Glore 
Herman C. Heiser 
Edward W. Higbee 
Ralph P. Kulzer 
Thomas W. McKibben 
Godfrey W. Welsch 


The Independent Auditor and Internal 
Control SSE, eae 


By GILBERT R. BYRNE 


Corporate Expansion Through Acquisition 
of an Existing Business a 
By JOsEPH W. BOWER 


Editorials . . . 
Hermon F. Bell 
Brown-Forman Distillers Corporation 


Speaking Engagements 
Professional Society Assignments . 


Notes 


19 


30 


37 


SUS ae 


I 











ee re rt eee 





LR. B. & M. JOURNAL 











VOLUME 38 


B | ANUARY-MARCH 1957 


NUMBER 1 








Coopers & Lybrand 


Interest of American industry in 
the development of foreign markets 
has grown rapidly. The value of 
direct investments abroad is now 
twice what it was in 1950. More 
than three-fourths of the capital for 
this foreign expansion has gone to 
Canada, Western Europe, Australia 
and Africa. Many of the clients of 
our firm have participated in this 
development. 

On January 2nd of this year we 
announced the formation of the in- 
ternational firm of COOPERS & 
LYBRAND to provide service to cli- 
ents in those areas of the world in 
which interest in foreign expansion 
is most pronounced. 

When we undertake to provide 
services, whether here or abroad, 
we assume a fundamental obliga- 
tion to see that the work is done 
with competence and according to 
the highest professional standards 
of practice. We are fortunate to 
have as partners in the international 
organization two such distinguished 


Great Britain 


firms as Cooper Brothers & Co. and 
McDonald, Currie & Co. 

In the near future a special issue 
of this Journal will be devoted to 
the history of the Cooper Brothers 
& Co. organization. In the mean- 
time, the brief synopsis which follows 
will serve to provide more complete 
information than could be given in 
the formal announcement of the 
formation of the international firm. 

Cooper Brothers & Co. has been 
in practice since 1854. McDonald, 
Currie & Cco., which was founded 
in 1908, has developed an extensive 
practice in Canada and has been 
associated with Cooper Brothers & 
Co. since 1948. These firms, which 
employ a staff approximately the 
size of ours, enjoy the highest repu- 
tation in business and professional 
circles abroad and offer a wide range 
of accounting and special manage- 
ment services. 

Coopers & Lybrand will operate 
from 61 offices located in the cities 
indicated: 


London, Birmingham, Glasgow, Leicester, Liverpool, 


Manchester and Sheffield. 


Continental Europe 


Canada 


Paris, Brussels, Rotterdam and Antwerp. 


Calgary, Charlottetown, Edmonton, Hamilton, 


Kitchener, Montreal, Ottawa, Quebec, Rimouski, 
Saint John, Sherbrooke, Toronto, Vancouver and 
Winnipeg. 


Australia 


Adelaide, Brisbane, Canberra, Melbourne, New- 
castle, Perth, Sydney and Wollongon. 
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New Zealand 


Auckland, Christchurch, Dunedin, Palmerston North 


and Wellington. 


Belgian Congo 


Southern Rhodesia. ....... 
Northern Rhodesia. ....... 
Meme Coley. nn i tt 
Tanganyika Territory ...... 


Uganda 


South Africa 


Elisabethville. 

Salisbury, Bulawayo and Gwelo. 

Kitwe, Lusaka and Ndola. 

Nairobi and Mombasa. 

Arusha, Dar-es-Salaam and Moshi. 

Jinja and Kampala. 

Johannesburg, Cape Town, Durban, East London, 


Port Elizabeth, Vereeniging and Virginia. 


Nigeria 


Singapore 


The capacity of Coopers & 
Lybrand to provide services will 
not, of course, be restricted to the 
cities listed. On the contrary, it 
will include contiguous territories 
as has been true in the case of 
our London and Paris offices which 
handled engagements in Western 
Germany, Italy, Madeira, Switzer- 
land, Portugal and Cyprus. 


Work which is done by Coopers 
& Lybrand for our clients will con- 
form to standards of auditing gen- 
erally accepted and applied in this 
country. If such examinations are 
to be reported upon separately, the 
reports will be issued by Coopers & 
Lybrand. If the foreign operations 
are consolidated with operations of 


Lagos. 


CEZOYESNO 


parent companies and other sub- 
sidiaries in this country, the report 
and opinion on the consolidated 
statements will, of course, be issued 
and signed by Lybrand, Ross Bros. 
& Montgomery. 

The practice previously conducted 
by the London and Paris offices of 
Lybrand, Ross Bros. & Montgomery 
will now be carried on by Coopers 
& Lybrand. Mr. David, who will 
remain in Paris, will continue to be 
identified with all work referred to 
Continental Europe. Mr. Norris 
will be available, to the extent that 
circumstances require, in relation 
to work performed by Coopers & 
Lybrand in London. 
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The New Partners 


The Firm is pleased to welcome 
into the partnership Messrs.Clarence 
H. Ahsler (New York), Philip L. 
Defliese (New York), Lawrence E. 
Frazee (Rockford), Harold W. Glore 
(Louisville), Herman Heiser (Phila- 
delphia), Edward W. Higbee (Bos- 
ton), Ralph P. Kulzer (Pittsburgh), 
Thomas W. McKibben (Tulsa), and 


Godfrey W. Welsch (Dallas). Each 
has demonstrated through long and 
effective service to our clients that 
he has well merited his admission to 
the firm, and we are confident that 
the increased responsibilities will be 
met with complete satisfaction to all. 


ALVIN R. JENNINGS 


Clarence H. Ahsler 


~larence H. Ahsler was born July 
12, 1908 in Rutherford, New Jersey. 
He was educated in the Rutherford 
public schools and Pace Institute 
from which he was graduated in 
1929. After eleven years’ experience 
with another public accounting firm 
and ten years’ experience in industry 
he joined the staff of our New York 
office in November 1948. 

He is a certified public accountant 

Philip L. 

Philip L. Defliese was born Feb- 
ruary 11, 1915 in New York City. 
He attended City College and re- 
ceived a B.B.A. degree from its 
School of Business in 1938 and a 
M.S. in Education from its School 
of Education in 1940. He also took 
graduate courses at New York Uni- 
versity leading toward a Ph.D. in 
Education. He is a member of Beta 
Gamma Sigma (honorary business) 
and Delta Pi Epsilon (honorary 
graduate education) fraternities. 


of New York and New Jersey and is 
a member of the American Institute 
of Accountants, New York State 
Society of Certified Public Account- 
ants, Controllers Institute of Amer- 
ica and National Association of Cost 
Accountants. 

Mr. Ahsler is married and has a 
son, attending Ohio State Univer- 
sity, and a daughter. 


Defliese 


After teaching accounting four 
years in the New York City high 
schools he joined the firm in 1942. 
During World War II he served as 
lieutenant in the Navy and was 
executive officer of a submarine 
chaser and a destroyer-escort, serv- 
ing in the Alaskan and South Pacific 
areas. He has been directing the staff 
training programs of the New York 
office since 1948 and for several years 
has been teaching auditing at Pace 
College as an Associate Professor. 
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He is a certified public accountant 
of New York and is a member of the 
Committees on Personnel and Edu- 
cation of the American Institute of 
Accountants and New York State 
Society of Certified Public Account- 
ants. He is also a member of the 
National Association of Cost 


Accountants and the American 
Association of University Professors. 

Mr. Defliese has been active in 
the Boy Scout Movement and is the 
recipient of its Silver Beaver award 
for Distinguished Service to Youth. 

He is married and has two sons. 


Lawrence E. Frazee 


Lawrence E. Frazee was born in 
Green Valley, Illinois, on June 8, 
1919. He attended public schools in 
Green Valley and was graduated 
from the University of Illinois in 
1943, with a B.S. degree in account- 
ing. While attending the University, 
he was active in student affairs. He 
served as president of the Student 
Senate and received the Dean’s 
Award of the College of Commerce. 

During World War II, he served 
three years in the U. S. Army as a 
commissioned officer, attained the 
rank of captain upon discharge, and 


saw foreign service in the Philippine 
Islands and Japan. He joined the 
staff of the Rockford office in 1946. 

Mr. Frazee is a certified public 
accountant in the state of Illinois 
and is a member of the American 
Institute of Accountants, the Illinois 
Society of Certified Public Account- 
ants, and the Rockford Chapter of 
the National Association of Cost 
Accountants. He is a member of the 
Committee on Legislation of the 
Illinois Society. 

Mr. Frazee is married and has 
two children, a son and a daughter. 


Harold W. Glore 


Harold W. Glore was born March 
22, 1911, in Madison, Indiana. He 
attended high schools in Indian- 
apolis and in Columbus, Ohio, and 
was graduated from the latter and 
business college in Columbus in 1934. 
After several years’ varied business 
and accounting experience he joined 
the staff of our Louisville office in 
1938 and became resident manager 
in 1953. Mr. Glore is a Certified 
Public Accountant and is a member 
of the American Institute of Ac- 
countants, the Kentucky Society 


of Certified Public Accountants, 
and the National Association of 
Cost Accountants. He has served 
on various committees of the Ken- 
tucky Society, and has been a direc- 
tor for the last three years. He is 
presently a vice president and di- 
rector, and chairman of the meet- 
ings committee, of the Society. He 
is a member of the Indianapolis 
Athletic Club and the Pendennis 
Club. 

Mr. Glore is married, and has two 
daughters and a son. 
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Herman C. Heiser 


Herman C. Heiser was born in 
New York, N. Y., on May 12, 1908. 
He was educated in the public 
schools there and was graduated 
from Townsend Harris Hall in 1925, 
and the College of the City of New 
York in 1929, with a degree of 
B.B.A. 

He joined the staff of our New 
York office in 1929 where he re- 
mained until 1936, when he became 
Comptroller of one of the Firm’s 
clients. In 1952, he returned to 
public accounting and joined our 
Philadelphia office in charge of the 
Management Services Department. 

Mr. Heiser is a certified public 
accountant of New York and Penn- 
sylvania, and is a member of the 
American Institute of Accountants, 
the New York State Society of 
C.P.A.s, the Pennsylvania Institute 
of C.P.A.s and the National Asso- 
ciation of Cost Accountants. He 
has served as a National Vice- 
President and National Director of 
N.A.C.A. He has also been a direc- 
tor, secretary, vice president and 
president of its Philadelphia 
Chapter. 


Mr. Heiser has been for many 
years a member of the faculty of 
Temple University, School of Busi- 
ness and Public Administration, in 
Philadelphia, teaching courses in 
Controllership, Budgeting and Sys- 
tems & Methods. 

Mr. Heiser is well known as a 
speaker on industrial accounting 
subjects, having appeared before 
many accounting and business or- 
ganizations throughout the country. 
He has also spoken at several Inter- 
national Cost Conferences of 
N.A.C.A., and is the author of sev- 
eral published papers on Auto- 
mation, Direct Costing, Budgeting, 
Standard Costs, Government Con- 
tracts and other industrial account- 
ing subjects. 

He is a member of The Union 
League of Philadelphia, Aronimink 
Golf Club and the Philadelphia 
Skating Club & Humane Society. 
His hobbies are skating, woodwork- 
ing and golf. 

Mr. Heiser is married and has 
three daughters, and resides in 
Ardmore, Pa. 


Edward W. Higbee 


Edward W. Higbee was born in 
Woodhaven, New York, on June 19, 
1915. He attended public schools 
in Haddonfield, Hasbrouck Heights 
and Ridgewood, New Jersey, gradu- 
ated from Dartmouth College in 
1936 and received a master’s degree 


from the Amos Tuck School of 
Business Administration in 1937. 
Mr. Higbee was a member of the 
staff of our New York office from 
1937 until 1942. From 1942 to 1946 
heserved in the United States Army, 
including two years as a fiscal of- 
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ficer with the Army Exchange Serv- 
ice in the European Theater. He 
has been with our Boston office 
since 1946. 

Mr. Higbee is a certified public 
accountant of Massachusetts and 
New York. He is a member of the 


Ralph P. 


Ralph P. Kulzer was born in 
Pittsburgh, Pennsylvania, on June 
5, 1918. He attended public schools 
in East Brady, Pennsylvania, and 
was graduated from Duquesne Uni- 
versity in 1940 with a Bachelor of 
Science degree in Business Admin- 
istration. During World War II, 
he served in the Army both as an 
enlisted man and commissioned of- 
ficer, attaining the rank of captain, 
and commanded an infantry com- 
pany in the European campaign. 
Upon his discharge in 1945, he 
joined the staff of our Pittsburgh 
office. 

Mr. Kulzer is a certified public 


Thomas W. 


Thomas W. McKibben was born 
in Ft. Morgan, Colorado, on De- 
cember 22, 1915. His family moved 
to Oklahoma and then to Newton, 
Iowa, where he graduated from high 
school in 1933. During the next 
ten years he carried on his formal 
education while holding various ac- 
counting and auditing positions in 
private industry, and received a 
Bachelor of Science degree in Com- 
merce from the University of Iowa 


American Institute of Accountants 
and the Massachusetts Society of 
Certified Public Accountants, Inc., 
and has been active on committees 
oftheSociety. He lives in Hingham, 
Massachusetts, with his wife and 
their two sons and two daughters, 


Kulzer 


accountant in Pennsylvania and is 
a member of the American Institute 
of Accountants, the Pennsylvania 
Institute of Certified Public Ac- 
countants and the National Associ- 
ation of Cost Accountants. He has 
taken active interest in state C.P.A. 
Society work, currently serving on 
the Committee on Education of the 
Pennsylvania Institute and as a 
member of the Executive Commit- 
tee of the Pittsburgh Chapter of 
C.P.A’s. 

Mr. Kulzer is married, has three 
daughters and two sons and lives 
in Whitehall, Pennsylvania. 


McKibben 


in 1942. Shortly thereafter, he was 
commissioned in the Supply Corps 
of the U. S. Navy and served on 
board a supply ship in the Pacific 
until 1946. He joined the staff of 
our Chicago office in the same year 
and was one of the co-managers 
opening our Tulsa office in 1952. 
He is a certified public account- 
ant in the States of Oklahoma and 
Illinois and is a member of the 
American Institute of Accountants, 
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the Oklahoma Society of C.P.A.’s, 
the National Association of Cost 
Accountants, the Systems and Pro- 
cedures Association, and the Ameri- 
can Management Association. 
Since moving to Tulsa in 1952, 
Mr. McKibben has been an in- 
structor in Auditing at the Down- 
town Division of the University of 


Tulsa, has served on the finance 
committee of the Tulsa Y.M.C.A. 
and has been active in the Com- 
munity Chest and Chamber of 
Commerce. In between other ac- 
tivities, he manages a frequent 
round of golf, swimming or a session 
at the piano. 


Godfrey W. Welsch 


Godfrey W. Welsch was born in 
New York City on March 25, 1911. 
He attended public schools in Brook- 
lyn, New York, and graduated from 
Boys High School, Brooklyn, New 
York. He entered the accounting 
department of a corporation and by 
the end of 1943 had become its 
assistant secretary and assistant 
treasurer. During this period, 
Mr. Welsch continued his studies at 
night. He received his B.A. degree 
from Brooklyn College in 1936 and 
his LL.B. degree from Brooklyn Law 
School of St. Lawrence University 
in 1939. In 1949 he registered for 
evening classes at the New York 
University Graduate School of Busi- 
ness Administration, receiving his 
M.B.A. degree in 1951. 

In February, 1944, he joined the 
U.S. Navy and was on active duty 
in the Pacific, attaining the rank of 
lieutenant. Upon his release from 
the service in 1946, he practiced tax 
law in New York City for approxi- 


mately three years, joining the staff 
of our New York office on Febru- 
ary 1, 1949. In June of 1953, 
Mr. Welsch was transferred to the 
firm’s Dallas office to become man- 
ager of the tax departments in the 
Dallas, Tulsa and Houston offices. 

He is a certified public accountant 
in New York and Texas and a mem- 
ber of the New York Bar. Heisa 
member of the American Institute 
of Accountants, the New York and 
Texas Societies of Certified Public 
Accountants, the Dallas Chapter of 
the National Association of Cost 
Accountants and numerous other 
professional and industrial groups, 
serving on several committees. 

A frequent contributor to tax 
publications and a collaborator on 
Montgomery's Federal Taxes, Mr. 
Welsch also serves as Oil and Gas 
Editor of The Journal of Taxation. 

He is married and has one child, 
a boy. The Welsch family resides in 
Dallas, Texas. 
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The Independent Auditor and 
Internal Control * 


By GILBERT R. BYRNE 
(New York Office) 


Beginning with the revised 
American edition of Dicksee’s 
Auditing (Montgomery, 1909), which 
discussed “internal check” in rela- 
tion to the audit program, there has 
been a very considerable body of 
accounting literature dealing with 
various phases of internal control as 
it affects the work of the independent 
auditor. Over the years, various 
expressions, such as “internal check 
and control,” “accounting methods” 
and ‘‘accounting procedures” have 
been used to describe the general 
concept of internal control. In 1947, 
however, the Tentative Statement of 
Auditing Standards, issued by the 
committee on auditing procedure of 
the American Institute of Account- 
ants, included the dictum that: 

There is to be a proper study and evalua- 
tion of the existing internal control as a 
basis for reliance thereon and for the deter- 
mination of the resultant extent of the tests 
to which auditing procedures are to be re- 
stricted. 

This statement was followed in 
1949 by a report of the committee 
which defined and discussed “‘in- 
ternal control.” At present, there- 
fore, official pronouncements of the 
American Institute seem to have 





*This article appeared in The Journal of 
Accountancy, January, 1957. 


settled upon the all-embracing term 
“internal control,’ although the 
committee itself suggested that its 
definition is “‘possibly broader than 
the meaning sometimes attributed 
to the term’ and that “‘a ‘system’ of 
internal control extends beyond 
those matters which relate directly 
to the functions of the accounting 
and financial departments.” The 
term “‘internal control” as defined 
by the committee is a very broad 
one, and it is suggested that unless 
it is clear what kind of internal con- 
trol is under discussion, conclusions 
reached as to the independent audi- 
tor’s responsibility in certain of the 
areas relating to it may be misunder- 
stood. This discussion presents the 
thesis that there are three major 
classifications of internal control, 
with respect to each of which the 
independent auditor’s responsibilities 
differ materiaily, and accordingly 
nomenclature should be adopted 
which will clearly indicate which 
classification of internal control is 
under consideration. 

The definition of internal control 
given by the committee on auditing 
procedure, especially if somewhat 
rearranged as below, offers a sugges- 
tion for making an analysis of the 
nature of internal control: 
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Internal control comprises the plan of or- 
ganization and all of the co-ordinate methods 
and measures adopted within the business 
to promote operational efficiency, and en- 
courage adherence to prescribed managerial 
policies; to check the accuracy and reliability 
of its accounting data; and to safeguard 
assets. ‘ad et, BG Ae ce 2 eee a5 

Thus stated, the three kinds of 
internal control referred to above 
begin to appear, and are outlined 
under the descriptive headings 
which follow. 

Internal Administrative Control. 
Broadly, the prime responsibility of 
successful management is to operate 
at a profit the business with which 
it is concerned. It must produce an 
acceptable product at lowest prac- 
ticable cost; it must develop markets 
in which its products can be sold at 
proper prices; and because pressure 
of competition, changes in customer 
demand and other factors cause ob- 
solescence of product lines, it must 
develop new or improved products 
to replace older ones. To accomplish 
these objectives, management must, 
among other things, develop proper 
policies leading to efficient produc- 
tion, distribution and research; im- 
plement these policies through 
proper personnel selection, training 
and compensation; communicate the 
means of effecting its policies through 
instructions, procedures manuals and 
conferences; and police the perform- 
ance of personnel through operating 
supervision and controls of various 
kinds. 

For example, the personnel 
department may have methods, 


standards and procedures designed 
to insure the hiring, training and 
retention of proper employees; time 
and motion studies may promote 
more efficient use of labor; quality 
control of product may implement 
a policy of selling only first-grade 
merchandise to customers; compara- 
tive shoppers may police a policy of 
maintaining competitive selling 
prices. It is suggested that ‘“‘the 
plan of organization and all the co- 
ordinate methods and measures 
adopted within the business to pro- 
mote operational efficiency and 
encourage adherence to prescribed 
managerial policies’ may be cap- 
tioned ‘‘internal administrative 
control.” 

Internal Accounting Control. Con- 
trols which ‘“‘check the accuracy and 
reliability of the accounting data’’ 
or, to put it another way, those 
controls which are designed to bring 
about the accurate and suitable re- 
cording and summarization of au- 
thorized financial transactions, are 
quite logically described as ‘internal 
accounting controls.”” The respon- 
sibility for the installation, mainte- 
nance, and correction of faulty 
operation of such internal account- 
ing controls is clearly that of the 
accounting (or financial) depart- 
ment, and equally clearly, such con- 
trols are of prime interest to the 
independent auditor who is to report 
on the fairness of the financial state- 
ments which result from the records 
these controls are designed to protect. 

Internal Check. Internal check 
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may be described as those account- 
ing procedures or statistical or 
physical or other controls which 
safeguard assets against defalcations 
or other similar irregularities. To 
the extent that such controls may be 
exercised through accounting means, 
or by proper assignment of duties 
within the accounting department, 
or between the accounting depart- 
ment and other operating depart- 
ments which furnish data as a basis 
for recording financial transactions, 
the accounting department is re- 
sponsible for their installation and 
maintenance. Some of the more 
usual forms of internal check of a 
physical nature such as fences, gates, 
watchmen, inspection of outgoing 
material or personnel, are ordinarily 
the responsibility of other operating 
departments. 


DISTINGUISHING THE THREE 
MAJor DIVISIONS OF 
INTERNAL CONTROL 


There seems strong reason for 
distinguishing these three types of 
internal control, because the inde- 
pendent auditor’s responsibilities, as 
later described, differ greatly as re- 
gards each of these phases of 
internal control. 

Internal administrative controls 
are distinguishable from either in- 
ternal accounting control or internal 
check because they originate in and 
are usually conducted by operating 
departments other than the financial 
or accounting. Certain administra- 
tive controls may be based on data 


or information furnished by account- 
ing or financial departments: for 
example, various types of operating 
budgets or the reports of expendi- 
tures under plant addition authori- 
zations which management uses to 
aid in controlling its policy in that 
area. On the other hand, internal 
administrative controls, especially 
those of a physical nature, may be 
useful as acceptable substitutes for 
or supplements to internal account- 
ing control or internal check pro- 
cedures. While there are borderline 
cases, it is usually not difficult to 
distinguish between internal admin- 
istrative controls which do, and 
those which do not, enhance internal 
accounting control or internal check. 
There has been little attention 
given to a differentiation between 
internal accounting control and 
internal check and the following 
illustration may clarify the point. 
Consider the small manufacturing 
concern which has but a single book- 
keeper. Let us assume that this 
bookkeeper is completely honest; so 
far as the bookkeeper is concerned, 
there is no need to institute controls 
to safeguard assets against defalca- 
tions or other similar irregularities. 
However, the honest bookkeeper 
wishes to please his employer by 
keeping accurate accounts, so he 
introduces controls and procedures 
which will help him to do so. Such 
internal accounting controls would 
include double-entry bookkeeping, 
control accounts, cross-checking of 
debit and credit categories, taking 
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off and balancing trial balances. He 
would check his books with outside 
sources where possible; this would 
include reconciliation of cash per 
books with statements from the 
bank, comparison of book inven- 
tories with physical counts, possibly 
even circularization of debtors’ ac- 
counts. As business grows and per- 
sonnel is multiplied, there is more 
necessity for official authorization 
and approval of book entries, and 
more staff available among whom to 
divide duties so that clerical accuracy 
is enhanced by double check and 
cross-check. In addition, the honest 
bookkeeper and his honest staff pro- 
mote accuracy by numbering and 
accounting for documents such as 
sales orders and sales invoices, pur- 
chase orders and vendors’ invoices, 
receiving reports, checks, and nu- 
merous others. Such procedures are 
representative of those internal ac- 
counting controls which are neces- 
sary or desirable to insure the 
accurate and suitable recording and 
summarization of authorized finan- 
cial transactions, and if there were 
no dishonesty to be dealt with, 
convenience or efficient operation 
would be the sole criterion in assign- 
ing various duties. 

Unfortunately, experience teaches 
that not every bookkeeper is honest; 
neither is every workman, store- 
keeper, salesman or other person 
who has access to business assets. 
It is therefore necessary to provide 
controls to safeguard assets from 
defalcations or other similar irregu- 


larities. Such controls are encom- 
passed in the term “‘internal check.”’ 
For example, duties of accounting 
and financial personnel may be as- 
signed in such a way that not only 
is accuracy enhanced through inter- 
nal accounting controls, but also the 
arrangement of such assignments 
provides deterrents to wrong actions. 
These arrangements provide for in- 
dependent performance of functions 
which are incompatible in terms of 
security, and they are among the 
most important tools of internal 
check. 

So much has been written on this 
phase of the matter that it should 
be necessary only to remind the 
reader that, broadly speaking, cus- 
todianship functions should not be 
combined with record-keeping for 
the property held; control account 
functions should be independent of 
keeping the related detail records; 
those who record and summarize 
financial transactions should be in- 
dependent of other operating func- 
tions. Thus, the requirements of 
internal accounting control (to in- 
sure the accurate and suitable re- 
cording of authorized financial trans- 
actions) are satisfied when the 
signer of a check has before him 
written evidence that the payments 
liquidate liabilities recorded by 
means of approved vouchers and 
that the data on the checks have 
been compared with the voucher, 
and then cancels the request for 
payment by appropriate means. 
But internal check requires that the 
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signer be independent of persons 
who prepare vouchers for approval, 
persons who approve vouchers for 
payment, and those persons who 
prepare checks. 

There are a number of other pro- 
cedures of internal check frequently 
encountered. Among them are the 
independent control of and account- 
ing for the usage of prenumbered 
documents, independent surprise 
counts of cash and securities, and 
protective paper and writing de- 
vices for checks. They have the 
common characteristic that they 
are not needed to ensure the accu- 
rate and suitable recording of au- 
thorized financial transactions by 
the honest bookkeeper, but are 
desirable only to prevent or disclose 
defalcations or other similar ir- 
regularities. ° 


Independence and Internal Check. 
The value of independence on the 
part of those persons who are per- 
forming many of the procedures of 
internal check is based upon the 
assumption that an independent 
person will report to knowledgeable 
authority deliberate errors, falsifi- 
cation or improper use of docu- 
ments, forgeries or other matters 
coming to his attention. To be in- 
dependent in this sense, the reporter 
must be free to report such matters 
both from the standpoint of the 
duties assigned to him and of his 
position in the line of organization. 
When there is such freedom, failure 
to report to proper authority should 


occur only if the independent person 
is incompetent, or if there is collu- 
sion between persons presumed to 
be independent. 

A person may be considered func- 
tionally independent when his 
assigned duties do not include func- 
tions which are incompatible from 
the standpoint of internal check. 
For example, the function of listing 
incoming receipts would be incom- 
patible with the functions of pre- 
paring the bank deposit, posting 
detailed customers’ accounts receiv- 
able, or posting credits for cash 
received to general ledger accounts; 
the function of preparing invoices 
for payment is incompatible with 
the function of approval for pay- 
ment and cancellation of basic docu- 
ments. In weighing independence, 
therefore, the first consideration is 
whether there are among a person’s 
assigned duties those which are 
incompatible. 

The next consideration is the ex- 
tent to which the persons to whom 
compatible functions have been as- 
signed are in fact independent from 
the standpoint of their position in 
the line of authority. In smaller 
organizations, incompatible func- 
tions may have been assigned to 
different persons, but if these per- 
sons report to a common chief who 
has hire-and-fire or disciplinary con- 
trol over them, their functional in- 
dependence may be nullified by 
their job dependence on their chief. 
In other words, the chief may be 
able to direct actions which result 
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in fraud, and to ignore its indica- 
tions in the accounts when reported 
to him. In larger organizations, the 
extent to which functional inde- 
pendence is affected by the line of 
authority in which the function is 
placed may be difficult to appraise. 
Incompatible functions may be 
divided between subsections of ac- 
counting or financial departments, 
but their heads may report through 
intervening subchiefs to the head of 
the accounting or financial function. 
Since in the last analysis, all depart- 
ment heads report to the president, 
it could be argued that there can 
be no organizational independence 
at all. As this, in practice at least, is 
an absurdity, it follows that the line 
may be drawn at some point on the 
organization chart; it is not always 
a simple matter to determine just 
where it is appropriate that this 
should be in a specific case. 


THE INDEPENDENT AUDITOR’S 
RESPONSIBILITY IN RELATION 
TO INTERNAL ADMINISTRATIVE 
CONTROL 


It seems clear that the independ- 
ent auditor, in making an examina- 
tion of financial statements for the 
purpose of rendering an opinion on 
them, is not expected to investigate 
and evaluate internal administrative 
control as such. It is no part of his 
responsibility to determine whether 
salesmen are making a reasonable 
number of calls per day, whether the 
truck maintenance department is 
adhering to job schedules, whether 


established criteria for hiring of per- 
sonnel are being followed by the 
personnel department, whether the 
experiments being conducted by the 
research department are in an area 
consistent with management policy, 
or to determine whether adminis- 
trative controls are present and 
whether those controls are effective 
in providing the answers to a host of 
other questions which arise from 
business operations. 

The experienced independent 
auditor gains much knowledge of 
useful interna! administrative con- 
trols during the course of his work, 
especially those which may provide 
effective alternates for certain in- 
ternal accounting controls or inter- 
nal check procedures. Among these 
are physical controls such as watch- 
men and gates, and statistical rec- 
ords which may be kept by produc- 
tion, maintenance, sales or other 
operating departments. There is no 
reason, of course, why he should not 
take into consideration the presence 
of acceptable alternative internal 
administrative controls when evalu- 
ating internal accounting control 
and internal check, and he often will 
suggest the use of such procedures 
when, in a particular case, he con- 
siders that they are appropriate. 
For the independent auditor, how- 
ever, any review or evaluation of 
internal administrative control pro- 
cedures is not a part of his respon- 
sibilities regarding internal account- 
ing control and internal check. 

Many accounting firms offer man- 
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agement advisory services to their 
clients which include investigation 
of and advice concerning improve- 
ment of internal administrative con- 
trols. Many cost systems, for ex- 
ample, have built-in features which 
provide management controls for 
yarious purposes in addition to the 
mere computation of current costs. 
But such investigation is not prop- 
erly a part of the usual examination 
leading to a short-form report. 


THE INDEPENDENT AUDITOR’S 
RESPONSIBILITY IN RELATION TO 
INTERNAL ACCOUNTING CONTROL 


Internal accounting control, as 
described above, is by definition 
designed, in the absence of dishon- 
esty on the part of those who operate 
and administer it, to promote the 
accurate and suitable recording and 
summarization of authorized finan- 
cial transactions. Thus, if generally 
accepted accounting principles have 
been consistently applied in record- 
ing properly controlled financial 
transactions by completely honest 
persons, fair presentation of finan- 
cial statements prepared therefrom 
would result. There is no question 
that the independent auditor is 
responsible for making an examina- 
tion which will permit him to express 
a well-founded opinion as to whether 
financial statements do or do not 
fairly present financial position and 
results of operations. Accordingly, 
if the independent auditor finds that 
a particular client has poor internal 
accounting control, he has no alter- 


native, if he is to give an opinion 
upon the financial statements, to 
making such examination as would 
supplement the absent controls with 
additional audit tests or over-all 
checks and comparisons. 

In practice, of course, any busi- 
ness which uses double-entry book- 
keeping in its accounting has the 
rudiments of internal accounting 
control, and most businesses have 
reasonable accounting control even 
though it may be lacking in some 
particulars; it is seldom, if ever, 
necessary to apply all possible audit 
procedures for the entire period 
under review in any one case in or- 
der that the independent auditor 
may form an opinion that the finan- 
cial transactions have been accu- 
rately and suitably recorded and 
summarized so as to produce a fair 
statement of financial condition and 
results of operations. It is for this 
reason that it is a generally accepted 
auditing standard that the auditor’s 
examination include investigation 
and evaluation of internal account- 
ing control which is designed to 
give him the knowledge upon which 
he forms a judgment whether and 
to what extent his audit procedures 
may be restricted. (See Generally 
Accepted Auditing Standards, AIA, 
1954, page 13.) 

If, for example, there were no 
proper review of the initial account 
classification to which voucher 
charges are assigned, the independ- 
ent auditor would extend his exam- 
ination of voucher charges, and if 
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numerous errors of significant dollar 
amount were thus disclosed, he 
might well carry his tests further. 
If inventories are not controlled 
through perpetual detail records, 
currently checked by comparison 
with physical counts, he would 
probably feel it necessary to broaden 
the scope of his physical tests when 
attending the annual physical in- 
ventory taken by the client, as com- 
pared with what would be appro- 
priate if the client kept perpetual 
records which were periodically 
compared with physical counts. 

The essential point is that, except 
as to defalcations discussed below, 
leading spokesmen for the account- 
ing profession agree that the inde- 
pendent auditor has heavy respon- 
sibility when he gives his opinion 
whether financial statements fairly 
present financial position and re- 
sults of operations. If internal ac- 
counting control is a vital factor 
in producing financial statements 
which meet this test of fairness, 
then it follows that the auditor has 
equal responsibility for investigat- 
ing, evaluating and reflecting in his 
audit program the results of such 
evaluation. 


THE INDEPENDENT AUDITOR’S 
RESPONSIBILITY IN RELATION 
TO INTERNAL CHECK 


Internal check, as described in 
this paper, is by definition an ad- 
junct to internal accounting con- 
trol, and is designed to supplement 
the latter by furnishing means to 


safeguard assets against the manip- 
ulations of the relatively few dis- 
honest persons concerned with the 
accounting functions of business. 
With respect to the independent 
auditor’s responsibility for the de- 
tection of fraud and other similar 
irregularities, the accounting pro- 
fession has taken the position that 
there are very definite limitations 
to this responsibility. 

Codification of Statements on Au- 
diting Procedure, (page 12) states 
that: 


The ordinary examination incident to the 
issuance of an opinion respecting financial 
statements is not designed and cannot be 
relied upon to disclose defalcations and other 
similar irregularities, although their dis- 
covery frequently results. 


This statement, by itself, might 
be taken to imply that the inde- 
pendent auditor assumes no respon- 
sibility whatever for the discovery 
of defalcations; if this were so, there 
might well be lack of understanding 
why the auditor in making such an 
examination devotes any time and 
attention to investigating and evalu- 
ating internal check, as the term is 
used in this paper. 

The statement does require some 
explanation. It does not mean that 
the independent auditor is indiffer- 
ent to the possibility that fraud 
exists. On the contrary, his audit 
program is framed and his exami- 
nation conducted in such a manner 
that material fraud, particularly one 
concealed in the balance sheet, is 
sought to be, and often is, dis- 
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covered. In essence, the statement 
recognizes the fact that reasonable 
audit procedures made with due 
care should more often than not 
disclose material errors of fairness 
of presentation of financial state- 
ments resulting from poor internal 
check; however, when fraud has 
been concealed through improper 
charges to the income account, even 
substantial extension of audit tests 
might not disclose fraud because it 
might be concealed by the next un- 
checked entry. Further, extension 
of audit tests to complete coverage 
might not suffice when collusion is 
present. It is obviously impracti- 
cable, in most cases, to extend audit 
procedures to this extreme, because 
the cost would be out of proportion 
to any possible benefits in the very 
great majority of cases. Clients 
generally appreciate this, and will 
agree to accept limitations on the 
auditor’s responsibility for the dis- 
covery of defalcations as stated 
above; moreover, as further dis- 
cussed in the Codification, good 
internal check and surety bonds pro- 
vide reasonable protection against 
defalcations at much less cost. 
This limitation of the auditor’s 
responsibility in relation to fraud 
has its corresponding effect upon 
his responsibility in relation to in- 
ternal check. While he makes some- 
what the same investigation of and 
evaluation of internal check as he 
does of internal accounting control, 
it does not follow that he must 
extend his audit program in the 


same manner or to the same extent 
that might be appropriate if the 
revealed weaknesses were those of 
internal accounting control. If in- 
ternal check weaknesses are such 
that they might permit abstraction 
of assets resulting in a correspond- 
ing difference between controlling 
accounts and the detail records or 
the actual assets on hand, the au- 
ditor might conclude that his counts 
and reconciliation of cash and in- 
ventories or confirmation of accounts 
receivable should be done at the 
balance sheet date, possibly with 
extended coverage, rather than at 
an interim period. However, if it 
appears that the weakness might 
permit concealing the defalcation 
through fraudulent entries buried 
in cost or expense accounts, even a 
complete, detailed examination 
might not reveal the manipulations. 
Therefore, unless his suspicions are 
aroused by specific circumstances, 
the auditor need not unreasonably 
extend his examination, but may 
rely upon his understanding with 
his client, and the more and more 
generally accepted position of the 
accounting profession referred to 
above with respect to responsibility 
for discovery of defalcations and 


other similar irregularities. 
* * * 


The independent auditor rarely, 
if ever, includes in his examination 
a review of internal administrative 
control, except those features, usu- 
ally physical, which are substitutes 
for or supplementary to internal ac- 
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counting control or internal check. 
As to the reviews of internal ac- 
counting control and internal check, 
it is usually convenient to co- 
ordinate these investigations and 
the recording of the results, and 
there is no objection to this if the 
distinctions pointed out are kept in 
mind. It appears, however, that 
most of the discussions of the sub- 
ject, and the questionnaires or other 
tools which are used by independent 
auditors in their reviews, emphasize 
the internal check features of in- 
ternal control and minimize internal 
accounting control. 

Since the independent auditor’s 
heaviest responsibility relates to 
“fairness of presentation’”’ of finan- 
cial statements (which internal ac- 
counting control by completely 
honest personnel tends to promote), 
and the accounting profession has 
stated limitations of its responsi- 
bility for discovery of fraud (which 
internal check is designed to pre- 
vent), it would seem that the em- 
phasis should be just the reverse. 
If the independent auditor pleads 
nonresponsibility or limited respon- 
sibility for discovery of fraud, how 
will he explain exhaustive investi- 
gation of internal check, but with 
much less apparent attention given 
to internal accounting control? 
Further, if it be granted that the 
independent auditor, as a recognized 
expert in the field, has a responsi- 
bility to assist management by 
bringing to the attention of the 
proper parties serious weaknesses in 





internal check which, if not cor- 
rected, could lead to diversion of 
assets, he surely has the same re- 
sponsibility to bring to manage- 
ment’s attention weaknesses in 
internal accounting control which 
may lead to improper recording and 
summarization of transactions. 

It would, therefore, appear that 
if it is desirable to have a record of 
the auditor’s investigation and eval- 
uation of internal check, both to 
justify the resultant effect upon his 
audit program and as a basis for 
suggestions for improvements to the 
client, it is equally or more impor- 
tant to have such a record for these 
purposes as to internal accounting 
control. In either case, of course, 
it is management’s responsibility to 
decide to what extent the sugges- 
tions made should be adopted. 

The accounting profession has long 
accepted its responsibility for in- 
vestigating and evaluating internal 
control, and to relating the extent 
of the audit program to the results 
of such review. Internal Control, a 
special report of the committee on 
auditing procedure of the AIA, 
however, discusses the subject in 
such a way that it could well be 
argued that the independent audi- 
tor’s responsibility should be con- 
sidered the same for all phases of 
internal control. It is suggested in 
this paper that there is a real dis- 
tinction between the three phases 
of internal control designated as 
internal administrative control, in- 
ternal accounting control and in- 
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ternal check, and that this distinc- 
tion is of importance because: 


5. 


As to internal administrative control he 
has no responsibility for investigation or 
evaluation, nor does its presence or ab- 
sence (except to a minor degree and in 
exceptional circumstances) affect his 
audit program. 


As to internal accounting control, he has 
great responsibility for investigation and 
evaluation and for the related effect upon 
his audit program, because these are the 
principal controls contributing to fair- 
ness of presentation of financial state- 
ments, which is the auditor’s prime re- 
sponsibility. 


3. As to internal check, while he has similar 
responsibility for investigation and 
evaluation, the resulting effect on his 
audit program is limited because his re- 
sponsibility in relation to discovery of 
defalcations and other similar irregulari- 
ties is limited. 

The subject is of sufficient impor- 
tance that it is hoped the appropri- 
ate committee of the Institute will 
soon issue a Clarification of the pro- 
nouncements on internal control so 
as to remove doubt as to what may 
properly be expected from the in- 
dependent auditor when he investi- 
gates and evaluates it. 
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Corporate Expansion Through Acquisition 
of an Existing Business 


By JOSEPH W. BOWER 


Economists tell us that four prin- 
cipal motives have led management 
to expand their corporations. They 
are: human ambition, creative im- 
pulse, desire for profit and satis- 
faction in converting a questionable 
concern into a profitable enterprise. 
Whatever the motive, it appears 
that the quickest way for a corpo- 
ration to expand is to acquire an 
existing business by outright pur- 
chase. While speed may be desir- 
able, thorough investigation and 
careful planning must precede any 
purchase to minimize the possibility 
of an acquisition which will not pro- 
duce the rewards which are antici- 
pated. A prudent executive does 
not commit his corporation until he 
assures himself that the business 
under consideration is fundamen- 
tally sound, the change in owner- 
ship should not seriously affect its 
earning power, and the business will 
not become a liability or a tax case. 

When a client informs his inde- 
pendent certified public accountant 
that consideration is being given to 
acquiring a particular business, the 
accountant has the opportunity of 
rendering a two-fold service. First, 
accounting data must be obtained 
and presented which will be con- 
sidered in making the decision as to 
buying the business and the price 


to be offered; and second, the ac- 
countant can collaborate with legal 
counsel in developing a plan which 
will permit the acquisition to be 
made in a manner which will have 
the most beneficial results taxwise. 
While the scope of the accountant’s 
work will depend largely upon the 
wishes of his client, the accountant, 
because of his experience and un- 
biased position, is able to suggest a 
program for obtaining important 
information and thus aid his client 
in forming his judgment. In any 
event, if the investigational pro- 
cedures recommended herein are 
brought to the attention of the 
client for his consideration, it is 
probable that no significant ac- 
counting matters will be overlooked. 

It is frequently not necessary for 
the accountant to make as extensive 
an examination of the financial 
statements of the business as would 
be required for him to express an 
independent opinion on them. The 
seller may have available a report 
of an independent auditor of good 
standing covering fairly recent fi- 
nancial statements. An examina- 
tion of sufficient scope to enable the 
accountant to express his opinion 
ordinarily requires considerable 
time, and if at its conclusion a deal 
cannot be negotiated, the client will 
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have incurred considerable expense 
for naught. Hence, it is desirable 
to have an understanding between 
the client and the seller that if 
agreement is reached on all matters 
on the basis of unaudited financial 
statements, the purchase agreement 
will provide for adjustment of the 
price, either upward or downward, 
by any material differences subse- 
quently revealed by an examination 
of the financial statements as of the 
date of acquisition of the business. 


ACCOUNTING DATA REQUIRED 


What is required is a careful re- 
view of the financial statements to 
gather facts and information to 
assist the client in determining 
whether or not he wants to buy the 
business, and if so, what price 
should be paid for it. The account- 
ant must not forget that the ac- 
quisition represents an investment 
and the value of the business, and 
consequently of its assets, depends 
almost entirely on its earning power. 
Accordingly, the review should be 
designed to disclose the historical 
record of income, expenses and prof- 
its or losses. The period to be cov- 
ered will vary depending upon the 
circumstances, but usually is not 
less than five years. Supporting 
schedules of costs of goods sold, 
selling and general and administra- 
tive expenses should also be pre- 
pared to disclose the details of these 
items to the extent that it is prac- 
ticable. All extraordinary and non- 


recurring items should be shown 
separately and care exercised to see 
that they have’ been allocated to 
the proper years. While emphasis 
will be placed upon the statement 
of earnings, it is also important to 
see that the assets and liabilities 
are properly classified on the bal- 
ance sheet. Such significant rela- 
tionships as those of current assets 
to current liabilities, cash to current 
liabilities, accounts receivable to 
sales, inventories to current assets, 
fixed assets to capital, liabilities to 
capital,—all of these and others 
may convey information of value. 
Also, the amount of working capital 
required for the business at the an- 
ticipated level of operations should 
be estimated. 

In addition to preparing analyti- 
cal financial statements, the scope 
of review should include procedures 
designed to disclose information as 
to the business as well as to its ac- 
counts. Presumably other repre- 
sentatives of the client, such as 
legal counsel, the sales manager, 
the production manager, etc., will 
be making concurrent investiga- 
tions,, and a program should be 
adopted to prevent duplication of 
effort. However, as considerable in- 
formation relating to the business 
should be considered at the same 
time as the financial statements are 
studied, it is desirable to disclose 
all pertinent data in the account- 
ant’s report regardless of who de- 
veloped the data. The accountant 
will, of course, wish to state the 
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source of the information contained 
in his report. 


REVIEW OF EARNINGS STATEMENTS 


As previously stated, the earning 
power of the business is of great 
significance to the client. It follows 
that while the accountant is not 
expected to adopt the same proce- 
dures and techniques as he would 
apply if he were making an exami- 
nation, nevertheless he should look 
for evidence of any material mis- 
statements. Part of his scrutiny of 
the items of income and expense 
will be accomplished by review of 
the related balance sheet accounts, 
the system of internal control and 
the accounting procedures. Other 
tests will be accomplished by review 
of detailed internal reports on the 
business and comparison of the in- 
dividual operating accounts with 
those of prior years. In this con- 
nection, he should pay particular 
attention to differences between 
annual gross profit percentages; 
changes in over-absorbed and under- 
absorbed burden; and unusual fluc- 
tuations in other costs and expense 
accounts. 

Compensation paid to officers and 
other key personnel should be listed 
for the information of the client. 
The report should disclose fully the 
terms of any bonus or profit-sharing 
plans or royalty agreements, if any 
exist. If the business is unionized, 
extracts of the pertinent data from 
the current agreement should be 
prepared. 


The accountant is not an expert 
on the marketability of corporation 
stock nor on the rate at which earn- 
ings should be capitalized in arriv- 
ing at an estimated fair value. 
However, he is competent to make 
computations important to such de- 
terminations, such as the ratio of 
an average of quoted market prices 
to average earnings for various pe- 
riods of years of companies engaged 
in a similar line of business, and 
otherwise to assist the client in de- 
termining the value of the business 
under consideration. Care should 
be exercised to eliminate all extraor- 
dinary items of income and expense 
before making such computations. 


REVIEW OF BALANCE SHEET AND 
OTHER DATA 


For clarity, the comments on the 
scope of review which follow relate 
to the accounts in their usual bal- 
ance sheet order. 

Cash in banks: The accountant’s 
report should contain a list of prin- 
cipal depositaries of the business 
showing the respective balances as 
of a current date with proper no- 
tation made of any balances which 
are restricted. He should review 
the monthly cash balances for a 
number of years and investigate any 
unusual fluctuation. If it is the 
policy of the business to temporarily 
invest idle cash or if seasonal bank 
borrowings are required, a full dis- 
closure of the facts should be made. 

Recewables: The accountant 
should scan receivable balances and 
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segregate those due from customers, 
officers and employees and others. 
As to amounts due from customers, 
the following data should be noted: 
(a) terms of sales; (b) number of 
customers; (c) names of large cus- 
tomers and volume of annual sales 
to them, by product lines, including 
any unusual arrangements in con- 
nection therewith; (d) turnover; 
(e) credit policies; and (f) amount 
of unfilled orders or backlog. In 
addition, the accountant’s report 
should contain, if practicable, an 
aging of the unpaid receivable bal- 
ances. Returns and allowances, 
particularly for the previous six 
months, should be reviewed for evi- 
dence of possible dissatisfaction 
with the products. If it has been 
the policy to finance the business by 
discounting receivables, the contin- 
gent liability arising therefrom, if 
any, should be disclosed. 

Amounts due from officers and 
employees, material in amount, 
should be listed and an appropriate 
explanation obtained for the pur- 
pose of the loans and terms of re- 
payment. Such accounts frequently 
disclose transactions outside the 
ordinary course of business which 
will be of interest to the client. 
Other receivable balances should be 
investigated as to their reasonable- 
ness and collectibility. 

Inventories: If the business being 
considered for acquisition is a manu- 
facturing or mercantile enterprise, 
probably more time will be required 
for the review of inventories than 


for any other asset. If inventories 
are material, determination of the 
fairness of the amount at which 
they are carried at the beginning 
and end of each year is essential to 
a fair statement of earnings for such 
year. While the review procedures 
suggested herein may not all be 
applied to the inventories at the 
beginning and end of each of the 
years for which earnings statements 
are being assembled, nevertheless, 
the basis of carrying such inven- 
tories should be investigated for 
material inconsistencies which affect 
the comparability of the financial 
statements. For example, consider- 
ation should be given to any changes 
in policy during the period such as 
the adoption of the last-in, first-out 
method of inventory valuation, the 
incorporation of engineering stand- 
ards in the cost system, the exclu- 
sion of depreciation as an element 
of overhead, etc. 

The client is vitally interested in 
the nature, condition and basis of 
valuation of the inventories and, 
accordingly, the accountant’s re- 
port should disclose this important 
information. In addition to report- 
ing upon the amounts at which raw 
material, supplies, work in process 
and finished goods are carried, the 
accountant should ascertain from 
the seller whether he considers that 
the inventories are well balanced. 
He should watch for any recent or 
cumulative increase in inventories 
without a corresponding increase in 
sales, or of a lower turnover which 
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may indicate overproduction or 
sales resistance on the part of cus- 
tomers. If the company sells specific 
lines of products, it might be desir- 
able to analyze the inventories from 
that standpoint and indicate the 
rate of turnover and profit for each 
line. The accountant should review 
any outstanding purchase commit- 
ments and relate them to the inven- 
tories and to anticipated sales. 

Particular care should be exercised 
as to the existence of slow-moving, 
obsolete, overstocked and damaged 
items. In this connection, the ac- 
countant might make a comparison 
of quantities presently on hand with 
those of the previous year. Also, he 
might inspect the production records 
for evidence of excessive defective 
work which may indicate present or 
future customer dissatisfaction. 

The accountant should summarize 
briefly the existing cost procedures, 
including the method of distributing 
overhead. The policy used in deter- 
mining cost and the concept of 
market should be stated. If the 
business determines cost on the 
last-in, first-out method, the amount 
by which the inventories priced on 
this basis differs from current cost 
should be approximated. Written 
representations regarding inventory 
quantities, condition, prices, etc., 
should be obtained from an officer 
of the company. 

Fixed assets: It is usually advan- 
tageous to make a tour of inspection 
of the offices and plant to visually 
confirm information gained orally 


about the business, and the account- 
ant should be alert to observe idle 
property, evidence of poor physical 
condition or other matters of an 
undesirable nature. During this 
visit, he should talk with key per- 
sonnel concerning the company’s 
products and manufacturing 
processes. 

He should disclose the basis of the 
amount at which property is carried, 
and, if it is other than cost, try to 
ascertain the original cost. In this 
connection, it will probably be help- 
ful to make a comparison between 
the carrying amount of the fixed 
assets for financial statement pur- 
poses and their value for tax 
purposes. Inquiries should be made 
concerning the procedures followed 
in accounting for disposals of fixed 
assets. Many companies follow the 
policy of having their property ap- 
praised from time to time for insur- 
ance purposes, and if such an ap- 
praisal has been made recently, the 
accountant’s report should contain 
a summary thereof and comparison 
with the book amounts. If no recent 
appraisal has been made, it might 
be desirable to recommend that the 
fair value of the company’s prop- 
erty be estimated. A complete list- 
ing and appraisal of all of the fixed 
assets might take considerable time, 
but professional experts are quali- 
fied to undertake the assignment of 
fixing a valuation of the fixed assets 
of a business as a whole in a limited 
period. 

In addition to the above, the ac- 
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countant should report on the policy 
followed by the company in respect 
to (1) the method of providing for 
depreciation, depletion and obso- 
lescence of the properties, (2) the 
rates used in computing the annual 
amounts, and (3) the accounting 
treatment for maintenance, repairs, 
renewals and betterments. Also, 
the terms of any significant long- 
term leases should be disclosed. 

Other assets: The accountant’s 
report should contain a full descrip- 
tion of any investments owned, to- 
gether with the basis of the carrying 
amount and, if available, the amount 
priced at market quotations. It is 
presumed that the client’s legal 
counsel will make an investigation 
of any patents which are owned, 
but the accountant should report 
on the basis of the carrying amount 
thereof and the accounting policy in 
respect to expenditures for research 
and development. The review of 
other assets will vary depending 
upon their nature and relative sig- 
nificance to the balance sheet as a 
whole. 

Liabilities: The accountant’s re- 
view of liabilities should be directed 
at disclosing material amounts 
which are not provided for in the 
balance sheet and to gathering in- 
formation concerning the nature 
and terms of payment of those 
liabilities which are recorded. The 
details of the notes and accounts 
payable, various accruals and other 
current liabilities should be scanned 
and any unusual items investigated. 


In this connection, it might be de- 
sirable to prepare a list of the com- 
pany’s principal suppliers, together 
with amounts purchased, particu- 
larly where there is a concentration 
of supply sources. 

In respect to taxes on income, 
reports On examination of returns 
by the Internal Revenue Service for 
a number of years should be care- 
fully reviewed, and consideration 
given to any adjustments made 
which would affect returns filed for 
years which have not been ex- 
amined. Inquiries should be made 
concerning examinations in prog- 
ress, and any preliminary findings 
of the examining agent should be 
reviewed. The accountant should 
reconcile the taxable net income 
shown on all unexamined returns 
with the book net income for those 
years and review the reconciling 
items. In brief, because the deter- 
mination of tax liability by the tax- 
ing authorities is not ordinarily up 
to date, the accountant should in- 
vestigate sufficiently to conclude 
whether the amount provided in the 
balance sheet is a reasonable esti- 
mate. Also, if there is any net 
operating loss or capital loss carry- 
forward, the amount thereof should 
be reported. 

The due dates and other pertinent 
information relating to long-term 
obligations should be ascertained. 
If assets have been pledged as col- 
lateral for any debts, this should be 
disclosed. If any amounts are due 
to officers or stockholders, the na- 
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ture of the advances should be 
investigated. 

In many instances, the determin- 
ation of contingent liabilities re- 
quires imagination and constructive 
thinking. The accountant should 
examine statements submitted by 
attorneys for recent years and make 
inquiries concerning the nature of 
the services rendered. The minutes 
of the meetings of the Stockholders 
and Board of Directors and import- 
ant contracts and agreements to 
which the company is a party 
should be read and all matters of 
accounting significance noted. Sales 
contracts which are subject to price 
redetermination and/or renegotia- 
tion should be carefully investigated 
and the possibility of refunds con- 
sidered. If sales are made subject to 
a warranty, the question of a re- 
serve for service guaranty arises. In 
recent years, many companies have 
adopted pension plans, but in a 
number of instances, the costs of 
prior years’ services have not been 
fully funded and the amount of un- 
paid past service costs, if any, 
should be obtained and reported. 

At the conclusion of his examina- 
tion of the liabilities, the accountant 
should request written assurances 
that all liabilities have been en- 
tered in the books or otherwise dis- 
closed to him. It is also desirable to 
direct a letter to the seller’s attorney 
requesting information relating to 
pending suits, judgments or other 
contingent liabilities of which he has 
knowledge. 


Capital stock: Where practicable, 
the accountant’s report should con- 
tain a list of the shareholders and 
their respective holdings as well as 
the details of any stock option 
agreements which may be in exist- 
ence. The book amount per share 
of outstanding capital stock and 
dividends paid per share for a num- 
ber of years should be reported. 

The financial statements and other 
information which the accountant 
has accumulated should be sub- 
mitted to his client in a report for 
his consideration in determining 
whether to buy the business, and 
if so, at what price. 


PLAN OF ACQUISITION 


During the accountant’s review 
of the financial statements of the 
business discussed herein, he will 
have determined the tax basis of 
recorded assets, made inquiries con- 
cerning unrecorded assets having a 
remaining tax basis, determined if 
there is any difference between the 
recorded balance of undistributed 
earnings and amount of undistrib- 
uted earnings for tax purposes and 
investigated other matters which 
will have a bearing on the plan for 
acquisition of the business. As legal 
counsel is responsible for preparing 
the plan of acquisition, the account- 
ant will want to bring these matters 
to counsel’s attention and assist in 
making computations of the effect 
of taxes on the client and the seller 
under the various plans which will 
be considered. There are two par- 
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ties to any purchase agreement, and 
a plan which appears desirable to 
the purchaser may be so burden- 
some taxwise to the seller that it will 
increase the purchase price greatly, 
or the seller may be unwilling to 
dispose of his business at all. Coun- 
sel and the accountant should strive 
to develop a plan for the client 
within the price range he has set 
which will cause the minimum tax 
burden to the seller. 

A principal question to be decided 
between the parties is whether the 
acquisition should be a taxable or 
nontaxable transaction. This will, 
of course, depend to a large extent 
on matters which have no relation 
to tax considerations, but the client 
and seller will want to know the tax 
effect under alternative plans. Basi- 
cally, the seller (assuming that the 
business is incorporated) can either 
dispose of the stock of the corpora- 
tion or have the corporation sell the 
fixed assets, inventories and other 
assets required to operate the busi- 
ness; if the latter, the seller may 
elect to liquidate the corporation or 
continue to operate it as a holding 
company or in another line of busi- 
ness. The purchaser, on the other 
hand, can acquire the business with 
cash, debt obligations, nonvoting 
stock, or voting stock, or with any 
combination of the four. The tax 
problem becomes particularly acute 
when the agreed-upon price is con- 
siderably more or less than the cost 
basis to the selling corporation of its 
net assets or to the individual seller 





of the stock of the corporation. 

As this article deals primarily 
with the accumulation of and re- 
porting on accounting data required 
to be considered in connection with 
the acquisition of a business and 
not with the evaluation of alterna- 
tive plans of acquisition, it will 
suffice to comment upon only a 
few plans. 

If the purchaser wishes to acquire 
assets rather than stock of the sell- 
ing company, the question of 
whether the purchase price is greater 
or less than the tax basis of the 
assets to the selling company be- 
comes important. If the purchase 
price of the assets is greater than 
the tax basis and the premium rep- 
resents principally the excess of the 
fair market value of the fixed assets 
over the tax basis of such assets, 
the purchaser will desire to make 
the transaction a taxable one where- 
by the purchase price will represent 
cost of the assets. This can be 
accomplished by making sure that 
the purchase price is paid in either 
cash, debt obligation or nonvoting 
stock of the purchaser. If voting 
stock is used, the proportion must 
be such that it cannot be said that 
substantially all of the assets of 
the selling company were acquired 
and that 80 per cent or more of the 
consideration was voting stock, or 
the transaction may be deemed 
nontaxable. 

If the basis of the assets in the 
hands of the selling company repre- 
sents an amount greater than the 
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purchase price, the purchaser will 
probably want to enter into a non- 
taxable exchange whereby the sell- 
er’s basis is transferred to the pur- 
chaser. Consequently, the trans- 
action must be one which qualifies 
as a tax-free reorganization. The 
issuance of voting stock for sub- 
stantially all of the assets of the 
seller would be one type of purchase 
that would generally fulfill the nec- 
essary conditions. If the discount 
is deemed to be applicable princi- 
pally to the purchase of inventories 
at a bargain price, the purchaser 
may wish to consider entering into 
a taxable transaction and subse- 
quently elect to adopt the last-in, 
first-out method of inventory valu- 
ation for the inventories. 

The problems of the selling com- 
pany, where assets rather than 
stock are to be sold, are equally 
complex. If the selling company is 
going to realize a substantial profit 
on the sale of the assets in a taxable 
transaction, care should be taken to 
make sure that a plan of liquidation 
is in effect at the time of the sale 
and that liquidation is completed 
within a period of one year from the 
date of the adoption of the plan of 
liquidation. Under current tax law 
this will eliminate a double tax on 
the profit from the sale (one tax to 
the selling company on the sale of 
the assets and a second tax to the 
shareholders when the proceeds 
from sale are distributed). 

If, on the other hand, the assets 
are to be sold in a taxable trans- 


action at substantially less than 
their tax basis, resulting in a loss 
which cancels the tax liability on 
operating earnings, either for the 
current or previous taxable periods, 
the shareholders of the selling com- 
pany will probably wish the com- 
pany to remain in existence for at 
least a year so as to avoid the pos- 
sible nonrecognition of loss on the 
sale. 

If the sale involves a nontaxable 
sale of assets, the shareholders of 
the selling company should consider 
developing a plan of liquidation in- 
volving a distribution of the stock 
of the purchaser to themselves in 
exchange for their stock in the sell- 
ing company. In this way, a tax to 
the shareholders of the selling com- 
pany can be eliminated and any 
gain on the exchange postponed 
until they dispose of the stock of 
the purchasing corporation. 

If the purchase is of stock of the 
selling company, rather than of 
assets, the purchaser’s plan of action 
will again be dictated by the ques- 
tion of whether or not a premium is 
being paid in excess of the selling 
company’s net worth for tax pur- 
poses. If a premium is being paid 
for the fixed assets, the purchaser 
will probably desire to make it a 
taxable transaction. This can be 
accomplished by having a substan- 
tial part of the purchase price paid 
in either cash, debt obligations or 
nonvoting stock. After the acqui- 
sition the acquired subsidiary should 
be liquidated within a two-year 
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period. This will assure that the 
tax basis of the net assets is equal 
to the total purchase price of the 
stock. 

If, on the other hand, it is the de- 
sire of the purchaser to retain the 
selling company’s tax basis of the 
assets, the stock should be acquired 
in a tax-free acquisition. This can 
generally be accomplished by the 
exchange of voting stock of the 
purchaser for the stock of the selling 
company. In this type of trans- 
action only voting stock can be used 
to satisfy the purchase price. 

From the seller’s viewpoint, the 
sale of stock presents far fewer com- 
plications than the sale of assets. 
If a gain results and the transaction 
is taxable, the seller should assure 
himself that enough cash is received 
to cover the capital gains tax unless 
there are sufficient debt obligations 
received to enable the sellers to 


elect to report the profit on an 
installment sales basis. If the trans- 
action is nontaxable, the acquired 
stock takes the same tax basis as 
the stock disposed of and any tax 
is postponed until the new stock 
is sold. 


CONCLUSION 


The investigational procedures 
discussed herein which should be 
applied when a client is considering 
the acquisition of a business are 
necessarily brief, but their brevity 
should serve to emphasize the need 
for carefully planning the review so 
that all significant findings may be 
readily incorporated in an inform- 
ing report. Because of the knowl- 
edge of the business gained during 
the course of his work, the account- 
ant can be expected to contribute 
to the development of a plan for the 
acquisition of the business. 
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Editorials 
Hermon F. Bell 


In a previous issue the publication 
of Mr. Bell’s second edition of Retail 
Merchandise Accounting was men- 
tioned. As soon as it became avail- 
able, copy was as a matter of course 
sent to Mr. Rodman Barker of John 
Wanamaker. The long letter which 
he sent in acknowledgment is so 
very interesting that it is by per- 
mission included here. No one 
except Mr. Barker is now able of his 
personal knowledge and his partici- 
pation therein to recount the prob- 
lems and procedures of what has 
become a classic of mercantile 
achievement. 

Mr. Barker's service in the finan- 
cial and accounting division of John 
Wanamaker dates from the turn of 
the century (January, 1901). Later 
he was for many years corporate 
treasurer, then a vice president as 
he still is. Mr. Barker is and has 
been for many years a Trustee of the 
Estate of Rodman Wanamaker. 

Weare happy to be able to include 
Mr. Barker’s letter in the L. R. B. 
& M. JOURNAL. In important re- 
spects conditions have materially 
changed over the elapsed years, 
even in the case of a sole owner. 
Accounting has of necessity become 
more elaborate and complicated by 
reason of the profit division with the 
Government under the tax laws. 

It is in order, however, even when 


discussing accounting practices and 
procedures, to remember the pre- 
eminence of Character, Vision, and 
Work. 


Wall Garden 
Port Royal Avenue 
Roxborough, Philadelphia 


My Dear Mr. Bell: 

Thank you for your volume Retail Mer- 
chandise Accounting, 2nd edition, which I 
have glanced over with great interest. It 
vividly recalls great changes in accounting 
and accounting practices since the turn of 
the Century. 

When I first became familiar with the ac- 
counting of the Wanamaker business, then 
and for years after a partnership, in the 
closing of our books there were no accruals, 
no depreciation accounts. Then paying our 
people every two weeks we held our cash 
book open until a two week cycle had passed 
and then charged one-half to the old year, 
one-half to the new. Fixtures as made in 
our own carpenter shop or purchased out- 
side were charged to expense account. This 
was common practice with the successful 
and growing businesses of the day. John 
Wanamaker, looked upon as one of the lead- 
ing merchants of his time, was building on 
borrowed money. Current assets, accounts 
receivable and merchandise stocks, were 
often more than balanced by accounts pay- 
able and notes payable. Six month paper, 
$5,000 and $10,000 notes, were sold to Banks 
all over the country; sold through Dunn 
Bros., Note Brokers in Philadelphia. No 
financial statements of any kind were fur- 
nished. Mr. J. D. Williams would give Mr. 
J. W. pocket memoranda of partnership net 
worth, of earnings and of Mr. Wanamaker’s 
personal realty holdings on which Mr. J. W. 
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would place his own value. From these notes 
Mr. Wanamaker would make certain state- 
ments to Mr. C. B. Dunn who called upon 
Mr. J. W. several times a week. Mr. Dunn 
was free to make such notes as he saw fit. 
From Mr. J. W. he never got anything in 
writing. 

Early in 1907, just short of nine million 
dollars of this paper was outstanding. The 
partnership net worth was less than three 
million. But we were making money—six 
per cent on our sales after paying rental on 
store and warehouse properties owned by 
Mr. J. W.—rentals to yield Mr. J. W., on 
his investment, 6%. 

The new store had been completed in New 
York—two sections of Philadelphia store 
had been completed, third and largest yet 
to be started. All had been paid for out of 
earnings, current, and money borrowed on 
his personal notes. No mortgages had been 
placed though Mr. Wanamaker told his 
store confidants that one of the large New 
York life insurance companies had told him 
he could have six million dollars whenever 
he wanted it. Mr. Wanamaker had gone to 
Europe and as far East as India. Before he 
got back the Roosevelt panic had broken; 
Carnegie Trust Co. of N. Y. had closed its 
doors; Wanamaker paper as it fell due could 
not be renewed. In six months, of the nine 
million paper outstanding more than two- 
thirds was paid off; but accounts payable to 
the amount of over four million became over 
due, much of it bought with 70 and 100 day 
credit. 

The president of the life insurance com- 
pany in New York, who had assured Mr. 
Wanamaker he could have a 6 million dollar 
mortgage loan whenever he wanted it, told 
him he was sorry but conditions had so 
changed that the promised loan could not 
then be made. Mr. Wanamaker never lost 
faith in his ability to pull through and so 
great was his assurance no one close to him 
ever had any doubts despite the lines of 
creditors with over due accounts growing 
longer and longer. For months not till after 
store closing did we make any but small 





payments and at the end of the day we 
would distribute the money that had come 
in among the most pressing accounts or to 
cover promises for early remittances previ- 
ously made. 

With receipts of the Christmas business 
sledding became eased and demand for 
Wanamaker paper commenced to pick up. 
No financial statements were ever given out; 
no certified accountants called in to prepare 
them. Not until 1913 and the closing of 
the partnership, though Mr. T. B. Wana- 
maker had been dead for five years, did we 
call in Price Waterhouse & Co. and four 
years later your good firm. Then and then 
only did we get certified accounts and hand 
them to our banks. Our record for sustained 
earnings was good; soon we were borrowing 
no money except from our own banks, and 
that in dwindling amounts. 

In 1917 and 1919 Mr. Wanamaker had 
turned over to the corporation substantially 
all his realty holdings, clearing up not only 
his indebtedness to the corporation but leav- 
ing him with a substantial balance. Of later 
changes you are familiar. 

As to changes in our store accounting, 
long before I came here Mr. Williams had 
given up the separate ledger sheet for record- 
ing the showing of each department. He had 
started the use of ruled sheets on which the 
then 59 departments were listed, entries 
made with up and down and cross additions 
for balancing. This before the day of ma- 
chines. Doubtless many others were doing 
the same thing. Whether Mr. Williams got 
the idea from anyone else I have no knowl- 
edge. Without the use of this simplification 
many of the present accounting machines 
would be useless. From them, daily report 
of sales and purchases, cumulative for each 
month, stock records kept at cost tied in 
with charges to our Accounts Payable 
Ledgers and credited with a predetermined 
percentage of sales for each department, we 
got with little cost the necessary informa- 
tion to keep close control of our business. 
There was no leveling off of peaks and valleys 
such as is now inseparable from the retail 
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system. Above all we had a genius of a man 
to work with, sole owner, quick to grasp and 
change, requiring no long reports to make 
decisions, a man who realized to make money 
he as a merchant must not build up peaks 
of activity but level things off. Have special 
promotions when business is hard to get, 
not when it is easy; with promotion and ad- 
vertising to build business on a peak Wed- 
nesday he would have no patience. And 
believe it or not this business was finally 
operated so sales on week days did not vary. 
Monday, Tuesday, Wednesday, Thursday, 
Friday, Saturday, all equally attractive. 
And months of the year did not much vary 
when measured in transactions. In the dull 
months he put on promotions; furniture 
sales, February and August; home furnish- 
ings, March and September; white sales; 
silver sales. And, finally, there was little 
difference except for July which was low and 
slow, and that, said the master, makes little 
difference for that is the vacation month; 
and Thanksgiving Day to Christmas a peak 
which he could do nothing about save, see 
your advertising is institutional, not for 
promotion. 

Our stock records automatically threw 
the danger lights when and where there was 
a falling behind in expected profits and cor- 
rections were made not with work behind 
desks but on the floor. And believe it or 
not we went through year after year when 
not a single department turned up in the red. 

“You figure men remember you are but 
the tail to the kite. You do not lift it from 
the ground. When in the air you steady it. 
If the tail is too light, it will dive to the 
ground. The lighter we can make it and 
still keep the balance the better we are off.” 

This rambling has gone far enough. But 
as a figure man, I know it was character, 
vision, work that built this business. 

And maybe we had better watch any 
merchant arising with a basic idea that is 


sound. ; 
Sincerely yours, 


(Signed) Rodman Barker 
November 1, 1956. 


Mr. Bell was for many years ac- | 


tive in the affairs of the Controllers’ 
Congress of the National Retail Dry 
Goods Association. At the annual 
convention held in Louisville, Ken- 
tucky, there was passed the follow- 
ing resolution: 

“Resolved, that the Controllers’ Congress 
pay a special tribute to Mr. Hermon F. Bell 
of Lybrand, Ross Bros. & Montgomery, New 
York. Mr. Bell is nearing retirement and is 
serving his last active connection with the 
Controllers’ Congress. Mr. Bell has been a 
Member of the Controllers’ Congress Stand- 
ardization Committee and has been excep- 
tionally active and has shown great interest 
in the Controllers’ Congress since its 
formation.” 

At a special dinner given in honor 
of Mr. Bell on October 17, 1956 a 
scroll was presented to Mr. Bell 
reading as follows: 


Presented to 
HERMON F. BELL 


on the occasion of his retirement 
in deep appreciation for 
his many years 

of invaluable service 

and outstanding contributions 

to the art of 
retail accounting and controllership. 
Given this day the 17th of October, 1956 
on behalf of the membership 
and Board of Directors 
of the Controllers’ Congress 


NRDGA 
Vincent C. H. Bitter 
Chairman 
Sam Flanel 


General Manager 


lj 
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At the annual meeting of the Phi 
Beta Kappa Associates, held on 
November 27, 1956, Mr. Bell was 


reelected Treasurer, and also Di- 
rector for a three-year term. 





Brown-Forman Distillers Corporation 


The firm is gratified that its cli- 
ent, Brown-Forman Distillers Cor- 
poration, received for the sixth 
consecutive year the bronze ‘“‘Oscar 
of Industry” for the best corpora- 
tion annual report in the Distilled 
Spirits Industry division. 

The award was presented on be- 
half of “Financial World,’’ which 
annually conducts a survey of cor- 
porate reports, of which five thou- 
sand were entered in one hundred 


CRY S772 


industrial classifications. The five 
eminent judges were under the chair- 
manship of Dr. Pierre Bretey, editor 
of “The Analysts Journal.” | 

The annual awards banquet was 
held in the grand ballroom of the 
Hotel Statler, New York City, and 
was attended by some fourteen hun- 
dred business leaders from all over 
the United States, Canada and 
Latin America. 
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Date 
Oct. 


i) 


13 


15 


17 


17 


17 


18 


19 


Speaker 


Godfrey W. Welsch, 
Dallas 


Joseph J. Hyde, 
Los Angeles 


James P. Colleran, Jr., 
Cleveland 


Frank H. Gafford, 
Birmingham 

Norman E. Auerbach, 
New York 


Joseph J. Hyde, 
Los Angeles 


James E. Gelbert, 
Pittsburgh 


Leonard Raum, 
Washington, D. C. 


Fred C. Dennis, 
Cincinnati 


Herman C. Heiser, 
Philadelphia 


Edward F. Habermehl, 
Philadelphia 


J. P. Finnegan, 
Boston 


Edmund A. Staub, 
Chicago 

Lambert H. Spronck, 
San Francisco 

Samuel F. Mirandy, 
New York 


Mark E. Richardson, 
New York 


John J. Fox, 
Detroit 


Mark E. Richardson, 
New York 


Speaking Engagements } 


Organization 


Controllers Institute Annual Con- 
vention, New York 


California Society of C.P.A.s, 
Los Angeles Chapter 


Ohio State Society of C.P.A.s 
Tax Conference, Columbus 


N.A.C.A., Chattahoochee Valley 
Chapter 


Port Jefferson Rotary Club 


California Society of C.P.A.,s, 
San Francisco Chapter 


Pittsburgh Tax Club 


University of Dayton Institute on 
Federal Taxation 


American Society of Women Ac- 
countants, Ohio State Organiza- 
tion Meeting 


N.A.C.A., Kansas City, Mo. 
Chapter 


Penna. Inst. of C.P.A.s, Philadel- 
phia Chapter Tax Meeting 


Massachusetts Society of C.P.A.s 
Tax Forum 


N.A.C.A., Fox River Valley 
Chapter 


California Society of C.P.A.s, 
San Francisco Chapter 


New York State Society of C.P.A.s 


Alabama Society of C.P.A.s, 
Alabama State Bar, University 
of Alabama 


N.A.C.A., St. Louis Chapter 


Ohio Society of C.P.A.s, 52nd 
Annual Meeting, Toledo 


Date 
j Oct. 
BA 
Topic 
h 27 
Tax and Accounting Aspects \. 
Joint Operations of Oil and Gg) 
and Mineral Properties 
Real Estate Transactions }, 29 
Corporation Distributions 30 
Effective Accounting Procedurg| 
Nov. 
Tax Planning for Business 81 


Real Estate Transactions 
New Depreciation Regulations 


Acquisitions of Companies wit] 
Losses | 
Taxpayers’ Rulings 


Matters of Importance 

Direct Costing 

New Developments in Pennsyif 
vania Corporate Taxes 

Expenses of Employees 

Inventory Verification 

Budgets for Small Business 


Stock Redemptions 


Partnerships—Their Special Ta! 
Problems 


New Machines and Techniques t 


Improve the Existing Accouttf 


ing and Reporting System 


Tax Aspects of Getting Mone 
Out of a Closely Held Corpo 
ration 
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Speaking Engagements 





Speaker 


James J. Mahon, Jr., 
Philadelphia 


Kenneth J. Mutzel, 
Philadelphia 


Mark E. Richardson, 
New York 


Philip Bardes, 
New York 


John C. Padgett, 
Cleveland 


Herman C. Heiser, 
Philadelphia 

Robert S. Warner, 
Los Angeles 

J. P. Finnegan, 
Boston 

J. Edward Burke, 
New York 


James J. Mahon, Jr., 
Philadelphia 


Herman Stuetzer, Jr., 


Boston 


Mark E. Richardson, 
New York 


Howard Swiger, 
Rockford 


Thomas W. McKibben, 
Tulsa 


Laurence J. Wilson, 
Detroit 


Raymond J. Leisner, 
Cincinnati 


James J. Mahon, Jr., 
Philadelphia 


Organization 


Penna. Institute of C.P.A.s, Le- 
high Valley Chapter 

Penna. Institute of C.P.A.s, 
Northeastern Chapter and Com- 


merce and Finance Dept. of 
Wilkes College 
Tennessee Society of C.P.A.s, Bar 
Association of Tennessee and 
University of Tennessee 
National Conference of Com- 


mercial Finance Companies, 
New York 


N.A.C.A., Akron Chapter 


N.A.C.A., Charlotte, N. C. 
Chapter 


California Society of C.P.A.s, 
San Francisco Chapter 


Boston Tax Forum 


American Management Associa- 
tion 


New York University 15th Annual 
Institute on Federal Taxation 


New York University 15th Annual 
Institute on Federal Taxation 


Texas Society of C.P.A.s, Annual 
Tax Institute 


Rockford Board of Education, 
Adult Education Program 


N.A.C.A., Tulsa Chapter 


Michigan State University Ac- 
counting Department and Mich- 
igan Association of C.P.A.s 


Greenhills High School, Ohio 


Penna. Institute of C.P.A.s, Phila. 
Chapter in cooperation with Col- 
leges and Universities of Phila. 
Area, and N.A.C.A., Institute of 
Internal Auditors, Inc., 14th 
Annual Phila. Accounting 

Forum 


Topic 
Federal Taxes 


Purchase and Sale of a Business 


Handling Tax Cases with the In- 
ternal Revenue Service 


How to Interpret Accountants’ 
Reports 


Providing Cost Information for 
Cost Control 


Profit Planning Through Budget- 
ing 


The Use of Opinions 


Expenses of Employees 


Public Accountant’s View of In- 
ternal Auditing 


Potential Hazards in Accounting 
Changes 


Tax Consequences of the Use of 
Real Estate by a Manufacturing 
or Commercial Business 


Collapsible Corporations and 
Other Special Problems (Sec- 
tions 333, 337 and 341) 


Budgeting 
Providing Cost Information for 


All Objectives from One Cost 
System 


The Tax Base (Relating to Michi- 
gan Franchise Tax) 


A Career as a Certified Public 
Accountant 


The Accountant in Today’s 
Society 
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Date 


Nov. 


15 


15 


15 


16 


16 


17 


19 


19 


26 


26 


28 


Speaker 


Raymond E. Graichen, 
Philadelphia 


Leo V. Tinkham, 
Chicago 


Leonard Raum, 
Washington, D. C. 


Herman C. Heiser, 
Philadelphia 


Herbert G. Bowles, 
Los Angeles 


J. Walker Voris, 
Los Angeles 


Mark E. Richardson, 
New York 


Herman C. Heiser, 
Philadelphia 


Francis Gallagher, 
Rockford 


Donald P. Perry, 
Boston 


John J. Fox, 
Detroit 


J. Walker Voris, 
Los Angeles 


James E. Meredith, Jr., 
Philadelphia 


Godfrey W. Welsch, 
Dallas 


Organization 


Penna. Institute of C.P.A.s, Read- 
ing, Pa. Chapter 


Beta Alpha Psi, 
Wisconsin 


North Carolina Association of 
C.P.A.s, in cooperation with 
University of North Carolina 
and Duke University 


N.A.C.A., Reading, Pa. Chapter 


University of 


Squires Club of Los Angeles 


N.A.C.A., Pomona Valley Chapter 
Fall Discussion Forum 


Tax Executives Institute, Inc., 
New England Chapter, Boston 


N.A.C.A., Providence, R. I. Chap- 
ter 


Local Trust and Estate Group 
composed of lawyers, account- 
ants, insurance underwriters, 
and bank trust officers 


Penna. Institute of C.P.A.s, Phila- 
delphia Chapter 


National Machine Accountants 
Association, Cleveland Chapter 


N.A.C.A., Southeast Area Lunch- 
eon Group of Los Angeles Chap- 
ter 


N.A.C.A., Trenton, N. J. Chapter 


Mutual of New York, 5th Annual 
Agency Meeting, Dallas 





Topic 


j 


Proceedings in Federal Incoyy 
Tax Disputes 


Your Career in Public Accouniny 


Rulings, Letters of Determi, 
tion, and Closing Agreement 
How to Obtain Them and Thi) 
Effectiveness 


Streamlining Accounting Pr) 
dures for Automation 


Be Kind to Your C.P.A. 


Providing Cost Information i) 
Cost Control 


Top Management Looks at Ti) 
Management 


Direct Costing 


Integration of Income, Estate, ail 
Gift Tax Planning 


t 


Current Problems Facing the Py» 
fession—Report of Commi : 
on Standards of Education 
Experience of C.P.A.s 


New Machines and Techniques#} 
Improve the Existing Accou’ 
ing and Reporting System j 





Management Services Offered 
Public Accountants 


Electronic Equipment Availabk 


Life Insurance and Estate Pla 
ning } 
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| Professional Society Assignments 


a AMERICAN INSTITUTE OF ACCOUNTANTS 
| The following partners and members of our staff are serving as officers or members of 
committees for the year 1956-57: 
rT Officer and Member of Council 
Thal Vico Preside? 2. ht tt mh ee ee + » DOP. Peery, Boston 
Pros Members of Council 
ia adeeb iene. & arch se Reem . . . Cincinnati 
pO a ee ee ial ~eae ss ak ae 
Mark BE. Richaeton.. .........6.6s556065 «6 » New York 
mame WalterL.Senamer. . 2. tt te ee ww ow « 6M Your 
A ee ee 
+ Ta Holert:S.. WaSHET: ...... os oe ecm ee we » » Se Appeles 
Committees 
Accountants’ Liability and Liability Insurance ... . Hilton R. Campbell, N. Y. 
fe,ams 6 Accounting Personnel, Subcommittee on Improvement in 
Education and Training .............. Philip L. Defliese, N. Y. 
} Accounting Procedure ............... . Walter R. Staub, N. Y. 
Assists Proceagmme 2 ww ts . .. . . John C. Potter, Detroit 
fm) =e By-Laws (Chairman) . . . . George A. Hewitt, Phila. 
rm 1 Cooperation with Bankers and Other Credit Grantors . . Linn W. Hobbs, Detroit 
| Editorial Advisory Board ........... . . Robert S. Warner, L. A. 
usil Piectrome Accountme ......s6¢2%2+. «ss. Henry C. Rigen. N. Y. 
oul aN se a Sh a SEY Breese . . . . Donald P. Perry, Boston 


* } Federal Taxation: 


ed b Subcommittee on Employers and Employees . . . . Philip Bardes, N. Y 
Subcommittee on Partnerships and Partners .. . Charles A. Pearson, L. A. 
Subcommittee on Administration, Procedure and Mis- 

able cellaneous Taxes ............ ... . Herman Stuetzer, Jr., Boston 

Pores AllOS . ww wt te ww ew ow «ss 6 Dee NY. 
Pl History .. . Parr We a 
| Management Services by CP As oe we ew wee « ss 6M CO. Walker, Boston 
Membership: 
Policy Committee (General Chairman)... .. .. RaymondG. Ankers, N. Y. 
00 ee ee eS 
TROIS. tt tt ttt tt ce ee « « 6S W. Riper: Tome 
AOU HIGE. en We, He wm eww 6 OR ee ee 
} LT . . .. . James K. Sanborn, Boston 
Cie. .& : . . «+...» + Robert W. Davis, Cincinnati 
Pennsylvania (State Chairman) . oe ee eo ee @ © | OAs G: Aitken, Jé., Pilla, 


National Defense . . Edwin P. Noell, Cleveland 
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Professional Ethics ............... .. Donald M. Russell, Chicago 
Walls Miletiems .. Se ett Re es, .. Y.. 
Relations with Bar . . . . Walter L. Schaffer, N. Y. 
Relations with the Interstate Commerce Commission . . G.F. Schweitzer, Phila. 
Relations with SEC... . . . Donald M. Russell, Chicago 
Staff Accountants (Advisory Committee) (Chairman) . . Robert L. Starks, N. Y. 
Statistical Sampling... . ee ee ow e « EE Comm, ¥. 
Tax Accounting Practice (Chairman) oat «2 a. | Meek E. Richardson, N; Y- 


American Institute of Accountants Insurance Trust Com- 


mittee... ~~ « « « PebOr Sincios N. Y. 
Trial Board, American Institute of Accountants . ... . George A. Hewitt, Phila. 
American Institute of Accountants Foundation, Board of 

0) a ee A 


CALIFORNIA SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS 


Los Angeles Chapter Committee: 
Nominating (Chairman) ............. .. Herbert G. Bowles, L. A. 


San Jose Chapter Committee: 
Management Advisory Services (Chairman) . . .. Lambert H. Spronck, S. F. 


NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS 
Auditing and Accounting Principles and Procedures Com- 


ee MB 


NEW YORK STATE SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS 


Accounting Machinery. ................ John J. O’Donnell, Jr. 
Accounting Procedure .. . . + +... . . George S. Shegog 

Air Transport and Airport Accounting . ov as ss « « (Oeete. Berthoud 
Appointments, Advisory Committeeon ...... . . RaymondG. Ankers 
MIN, lk Beet iid Se. atheest MP ee Se Me we Oe a ee 
Awards ..... oa a 0 ew ee eo wo = «| eR eerie 
Bankers, Cooperation w ith . ik ae Bi te AN aes we, eae, ee 
By-Laws, Amendmentstothe. ......... .. . Philip Bardes 
Committee Operations. ............ ... . Raymond G. Ankers 
Contractors’ Accounting . . o «ees. §. SQward Barke 
Cost Accounting and Inventory Methods . oo ee ce eo Beaks 
Education and Personnel. ............ ... Philip L. Defliese 
Federal Taxation ............+..... . Samuel F. Mirandy 
tery. ee eee, 
Institutional Accounting . a ... . . William W. Ragsdale, Jr. 
Insurance Companies and Agencies Accounting a Julian R. Maher 


Investment Bankers and Security Dealers, Cooperation 
ns ee Ce eee oe ae . . . . Louis H. Rappaport 




















Professional Society Assignments 





Legislation . 


Management Advisory Services ; 


Membership (Chairman) . 
Municipal and Local Taxation 
New Members ; 
Petroleum Industry Accounting . 
Publications (Chairman) . 
Public Relations (Chairman) . 
Public Utilities Accounting . 
Retail Accounting . 

Staff Accountants . 


State Authorities, Cooperation with the 
State Taxation, Other Than New York 
Stock Brokerage Accounting (Chairman) . 


Hilton R. Campbell 
Henry C. Elfers 
Mark E. Richardson 
Richard L. Denney 
Richard H. Wehmeyer 
George E. Doty 
Raymond G. Ankers 
R. Kirk Batzer 
Robert W. Egner 
Meyer Herzberg 
Robert L. Starks 

R. Kirk Batzer 
Margaret M. White 
George E. Doty 


OHIO SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS 


State Committees: 
Constitution . 
Executive 
Finance 
Legislation . 


Natural Business Year (Vice Chairman) ; 


Nominating 


Press and Publicity (Chairman) 


Abner J. Starr, Cincinnati 

Fred C. Dennis, Cincinnati 
Fred C. Dennis, Cincinnati 
Willis K. Waterfield, Cincinnati 
Edwin P. Noell, Cleveland 
Fred C. Dennis, Cincinnati 

A. W. Lindstrom, Cleveland 


PENNSYLVANIA INSTITUTE OF ACCOUNTANTS 


State Committees: 


Cooperation with State Board of Examiners . 


Education . 


Group Insurance Coverage ; 


Membership 


Trustees of Pennsylvania Ineurance Trust 


Pittsburgh Chapter Committees: 


Education . 
Executive 
Meetings 


Nominations . . 


James E. Gelbert 
Ralph P. Kulzer 
Joseph W. Bower 
Edward B. Hastings 
Joseph W. Bower 


Joseph P. Wallace 
Ralph P. Kulzer 
Joseph W. Bower 
Ralph P. Kulzer 
Harry G. Lightcap, Jr. 


(These appointments represent partners and employees of our Pittsburgh office and 
are in addition to the appointments reported for our Philadelphia office in the September 


issue. ) 
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Notes 


Boston Office 


On September 26, 1956, Mr. Perry 
acted as Chairman at the session on 
Report of Commission on Standards 
of Education and Experience of 
C.P.A.s at the American Institute 
of Accountants’ annual convention 
in Seattle. Mr. Perry had been 
Chairman of the Commission. 

Mr. Stuetzer has been re-elected 
Treasurer of the Old Colony Lodge, 
A. F. & A. M., Hingham, Mass. and 
has also been appointed Auditor of 
the Hingham Yacht Club. He is 
serving as Chairman of the Account- 
ing Group in the Boston Red Feather 
1956-7 drive and as a member of the 
Advance Gifts Solicitation Group of 
the 1956-7 Cornell Alumni Fund. 

Mr. Walker was elected a member 
of the Board of Trustees of the 
Newton-Wellesley Hospital,Newton, 
Mass. In June he served as Attend- 
ance Chairman at his class reunion 
of the Harvard Business School. 

On October 24, 1956, Mr. J. P. 
Finnegan participated in an estate 
planning drama, ““Where There’s a 
Will,” presented by the New Eng- 
land Dental Society in Boston. 

Mr. Francis E. Moore is serving 
as a member of the Committee on 
Education of the National Machine 
Accountants Association, Boston 
Chapter. 

Mr. James Neely, Jr., Chairman 
of the Technical Publications Com- 
mittee of the Bay State Chapter of 


the Systems and Procedures Asso- 
ciation of America, acted as Chair- 
man of a five-man panel discussion 
on “Report on and Evaluation of 


the 1956 International Systems | 


Meeting” on November 13th. 


Chicago Office 


The Chicago Association of Com- 
merce and Industry has appointed 
Mr. Edmund Staub to the Federal 
Revenue and Expenditure Commit- 
tee and Mr. Clyde B. Absher to the 
State and Municipal Revenue Com- 
mittee for the year 1956-7. 


Cincinnati Office 


Mr. Waterfield is Advisory Chair- 
man of the Every Member Canvass 
Campaign of the Mt. Washington 
Presbyterian Church for the year 
1957. 

Mr. Abner J. Starr is serving as 
Chairman and Mr. Harry J. Wissel 
as a member of the Finance Com- 
mittee of the Syrian Temple, 
A. A.O. N. M.S. Mr. Starr is also 
Chairman of the Finance Commit- 
tee of Maketewah Country Club. 

Mr. Raymond J. Leisner was 
Program Chairman of the Novem- 
ber 6, 1956 meeting of Systems and 
Procedures Association of America. 
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Cleveland Office 


Mr. James P. Colleran is a mem- 
ber of the Case Work Council 
Budget Committee of The Welfare 
Federation of Cleveland. 


Dallas Office 


Mr. J. K. S. Arthur is serving as 
Team Captain of the Building Fund 
Solicitation for St. Michael and All 
Angels Church. He is also serving 
as Team Captain of the 1957 Mem- 
bership Drive for Park Cities 
Y.M.C. A. 


Houston Office 


Mr. C. S. Patton is a member of 
the Propeller Club, Port of Houston, 
and has been appointed to the Stu- 
dent Essay Committee. He also 
served on the Committee for the 
Institute on Taxation at the Uni- 
versity of Houston held November 
12-14, 1956. 

Mr. G. C. Markwardt has re- 
ceived his C.P.A. certificate and 
has been admitted to membership 
in the American Institute of Ac- 
countants. 


Los Angeles Office 


Mr. Pearson acted as Session 
Chairman of the Seventh Annual 
Tax Accounting Conference of the 
California Society of Certified Pub- 
lic Accountants held October 1-2, 
1956. 


Mr. Warner was a panel member 
on “Cooperation with Bankers” at 
the Annual C.P.A. and Bankers 
Seminar held at the University of 
Southern California November 27 
and December 4, 1956. 

Mr. Bowles served as Chairman 
at the November dinner meeting of 
the Los Angeles Chapter of Na- 
tional Association of Cost Ac- 
countants. 


Louisville Office 


Mr. William R. Hindman has 
been reappointed chairman of the 
Auditing Committee of the Louis- 
ville Chapter of the National So- 
ciety for Business Budgeting for the 
year 1956-1957. 


New York Office 


Mr. Bardes has been elected First 
Vice President of New York Uni- 
versity Graduate School of Business 
Administration Alumni Association. 
He is also serving as Treasurer and 
Member of the Board of the New 
York University Club and as Mem- 
ber of the Board of Governors of 
the New York University Men in 
Finance Club. 

On November 13, 1956, Mr. 
Batzer presided at a Public Rela- 
tions Clinic held by the New York 
State Society of Certified Public 
Accountants’ Committee on Public 
Relations of which he is Chairman. 
The meeting was attended by Chap- 
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ter Presidents and Public Rela- 
tions representatives throughout the 
State. 

Mr. Batzer is serving as Vestry- 
man and Chairman of the Finance 
Committee of Christ Church, Pomp- 
ton Lakes, N. J. 

Mr. Campbell is a member of the 
Downtown Accountants Group of 
the National Foundation for Infan- 
tile Paralysis in connection with 
their 1957 campaign. 

The New York Board of Regents 
has reappointed Mr. Jennings Chair- 
man of the Committee on Griev- 
ances for three years to June 30, 
1959. He has been currently serving 
as a representative of the account- 
ing profession on the Finance Com- 
mittee of the Committee for Eco- 
nomic Development. He is also a 
member of the Advisory Committee 
of Rutgers University School of 
Business Administration and a mem- 
ber of the Board of Directors of the 
Society of Business Advisory 
Professions, Inc. 

At their semiannual initiation 
dinner on June 1, 1956, Mu Chapter 
of Beta Alpha Psi, national account- 
ing fraternity, initiated Mr. Jen- 
nings as an honorary member. 

A booklet entitled “‘Audits of Bro- 
kers or Dealers in Securities” was 
recently issued by the Committee 
on Auditing Procedure of the Ameri- 
can Institute of Accountants. Mr. 
Knoll was a member of a special 
advisory committee of specialists in 
brokerage audits who assisted in the 
preparation of this booklet. 


Mr. Richardson is currently serv- 
ing as a member of the Mayor’s 
Committee for the establishment of 
a United Fund in Westfield, N. J. 

Mr. Schaffer is serving the Young 
Men’s Christian Association (Mont- 
clair, N. J.) as a member of the 
Board of Directors and Board of 
Trustees and as Chairman of the 
Finance Committee. 

Mr. Shegog is President and mem- 
ber of the Board of Directors of the 
Valley Community Center, West 
Orange, N. J. 

Mr. Staub is serving as Treasurer 
of the Greater Christ Church Fund 
building campaign of Christ Church 
in Short Hills, N. J. He is also 
serving on the Board of Governors 
of Federal Hall Memorial Associ- 
ates, Inc. 

On November 8, 1956, Mr. George 
E. Doty presided at a technical 
meeting of the New York State 
Society of Certified Public Account- 
ants on ‘‘Audits of Brokers or 
Dealers in Securities.” 

Miss Margaret M. White presided 
at the afternoon session of an all-day 
business program on ‘“‘Business and 
Financial Problems of the Indi- 
vidual’”’ sponsored by the New York 
Chapter of the American Society of 
Women Accountants at Pace College 
on November 17, 1956. 


Philadelphia Office 


Mr. Burd is serving as a member 
of the Executive Committee of the 
Jenkintown, Pa. P.T.A. 
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Mr. Haas was recently presented 
with a gold life-time membership 
card in N.A.C.A. 


On November 26, 1956, Mr. Heiser 
participated as a member of a panel 
of experts on “Challenge of Auto- 
matic Data Processing to Senior 
Officers” co-sponsored by Fordham 
University School of Business and 
the Third International Automation 
Exhibition in New York City. 


As National Vice President of 
N.A.C.A., Mr. Hewitt attended the 
Regional Cost Conference in 
Rochester, N. Y., October 11-12 and 
participated in discussion forums 
and was Master of Ceremonies at 
the banquet. At the Regional Cost 
Conference in Charlotte, N. C., No- 
vember 1-3, he handled two discus- 
sion forums and acted as Chairman 
of aluncheon. In this capacity, Mr. 
Hewitt also made official visits to 
the Brooklyn and Newark Chapters. 


Mr. Hewitt is currently in ‘his 
second year as Treasurer of the 
Merion Golf Club. 


Mr. Schweitzer served as a mem- 
ber of a Special Dinner Committee 
for the 28th Anniversary Banquet of 
the National Conference of Chris- 
tians and Jews held November 29, 
1956 at the Bellevue-Stratford Hotel 
in Philadelphia. At the banquet, the 
National Human Relations Cita- 
tion was awarded to Honorable 
Horace Stern, Chief Justice of the 
Pennsylvania Supreme Court, for 


_ his distinguished services in the field 


of human relations. 


Mr. Zug is President of the Chil- 
dren’s Service, Inc. for 1956-7 and 
is also serving on a Special Commit- 
tee of the Health and Welfare 
Council, Inc., Philadelphia. 


On November 27, Mr. James E. 
Meredith, Jr. was Chairman of a 
discussion forum on “Budgeting”’ 
presented by the Philadelphia Chap- 
ter of N.A.C.A. 


Mr. Robert S. Haas appeared on 
the television program, ““TV Garden 
Club” and on the radio program, 
“Garden Club of the Air’ on Sta- 
tion WFIL, Philadelphia,on Novem- 
ber 3, 1956. He discussed ‘Growing 
of Greenhouse Type of Chrysanthe- 
mums Outdoors.” 


Mr. Edward A. DeVita was re- 
cently awarded a C.P.A. certificate 
from the District of Columbia. 


Mr. John T. Morris was admitted 
to membership in the American 
Institute of Accountants and the 
New Jersey Society of Certified 
Public Accountants. 


Pittsburgh Office 


Mr. Bower and Mr. Kenneth P. 
Johnson have been appointed Asso- 
ciate Directors of the Pittsburgh 
Chapter of N.A.C.A. Mr. Bower is 
also serving on a Special Committee 
to cooperate with several schools in 
the Pittsburgh area with a view 
towards interesting the student 
bodies in accounting. Mr. Johnson 
is also serving on the Membership 
Committee. 
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Rockford Office 


Mr. Myers is a member of the 
Committee of 51 for Study of 
Rockford. 

Messrs. Myers, Frazee and 
Howard Swiger have become mem- 
bers of the National Office Manage- 
ment Association. 

Mr. Stuart Schweisberger has 
been elected President of the Rock- 
ford Alumni Association of Indiana 
University. He is also a member of 
the Junior Chamber of Commerce. 


Saint Louis Office 


Messrs. William Roessler, Jr., 
Clinton W. Joerding and Lloyd R. 
Kaeser have become members of the 
National Association of Cost Ac- 
countants. 


San Francisco Office 


Mr. Huss is serving as a Commit- 
tee Member for the Graduate Study 
Conference to be held at Stanford 
University. Mr. Giles is a Consult- 
ing Professor at the University’s 
Graduate School of Business. 

Mr. Lambert H. Spronck acted as 
Chairman at the American Manage- 
ment Association Orientation Semi- 
nar in Los Angeles, November 26-28 
and discussed “‘Major Cost Systems, 
Their Selection and Purpose.” 


Seattle Office 


Mr. Aiken has been re-elected 
Director of Employment of the 


Seattle Chapter, National Associa 
tion of Cost Accountants, for 
third consecutive year. He is 4 
member of the Taxation Committee 
of the Seattle Chamber of Commere 
and has recently been re-appointed 
Chairman of the Auditing Commit 
tee of the Plymouth Congregationa 
Church for the sixth consecutive 
time. 

Mr. B. U. Krummel is serving as 
Director of the Group Health Hos- 
pital for the year 1956-7. 


Tulsa Office 


Mr. McKibben is serving on @ 
Standing Committee of the Conferé 
ence of Accountants which is plan# 
ning the annual conference of 
accountants at the University off 
Tulsa in the Spring. 

Mr. Paul S. Lovoi recently joined 
the Tulsa Chapter of N.A.C.A. 


Washington Office 


We are grieved to report the death 
of Miss Olive C. Wadlin, on Novem 
ber 14, 1956. Miss Wadlin was em 
ployed in the Washington office from 
October 30, 1922 until her retire 
ment on June 30, 1953, and for 4 
number of years was the office 
manager. Her home was in Belfas 
Maine, where the burial took place. 
She is survived by a brother and 4 
sister. 








